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For status or stature? 


India in the multilateral system 


ndia’s voice carries significant weight today in multilateral forums due 

to its enhanced economic performance, political stability, and nuclear 

capability. Yet, as India’s status is rising, its stake in some forms of 
multilateralism is diminishing. In almost every international forum, India 
has explicitly engaged with smaller groups of powerful nations to affect 
outcomes at the expense of the more broad-based universalist approach 
it traditionally espoused (or claimed to) toward multilateralism. But will 
manoeuvres within narrow power-based caucuses in multilateral regimes 
yield stature in the absence of meaningful commitments to the resolution of 
global problems? 

India’s diplomacy is geared overwhelmingly to promoting its interest 
bilaterally. And beyond its immediate neighbourhood, in which its 
relationships with several countries—notably China and Pakistan—remain 
vexed, it has proven itself a very effective bilateral player. For example, in 
the Middle East, on which India is quite reliant beyond its need for energy 
supplies, it has transitioned smoothly from focusing a great deal initially on 
Egypt, the Palestinian cause and Iraq, to working hard today on relations 
with Israel, Saudi Arabia and Iran, all important to India in different ways. 
New Delhi understood the geo-strategic significance of Turkey long before 
many in the West did. In the Middle East, India has been more successful 


at protecting and advancing its interests than any other country we can 


think of. 
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India’s bilateral successes, however, are not always 
mirrored by its achievements in the multilateral sphere. 
Here, generations of Indian diplomats have frequently 
performed brilliantly but (paradoxically) without 
achieving much for their country; while others, by 
taking relatively unyielding stances on issues that might 
otherwise be resolved through compromise, have tended 
to earn India the label of “spoiler” or “obstructionist” 
in multilateral settings. Meanwhile, Indian employees 
of multilateral organisations (particularly the UN 
Secretariat, the World Bank and the IMF) have mostly 


reflected great credit on their country. 


India’s quest for status at 
the UN, however legitimate, 
has not translated into 
stature. 


We draw below on four substantive fields of 
foreign policy or forums of significance to India’s 
multilateral stance to tease out some challenges and 
successes for India, returning to our central question in 


our conclusions. 


Patterns of engagement 

Post-independence India was an enthusiastic supporter 
of the multilateral system until its set-back at the 
UN over Kashmir in 1948, which made New Delhi 
a more tactical and sceptical player, distrustful of 
Western stratagems and potential betrayals at the 
UN and elsewhere. In particular, New Delhi retained 
a strong suspicion of attempts, often by the West, to 
over-ride state sovereignty. Even in its approach to 
peacekeeping—India’s most celebrated contribution 
to the UN, through its generous provision of military 
and civilian staff—it has always emphasised the need for 
consent of the parties involved. 

Cold War, 
foreign policy and the desire to carry greater weight 


During the India’s non-aligned 
internationally than its frail domestic economy and 
military resources would permit led to rhetorical 
jousting at the UN that, while accurately highlighting 
Western hypocrisy at times, also exposed India’s own 
double standards (for example on Hungary and Suez, 
both in 1956). 
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Following another setback with the UN over the 
Bangladesh War of 1971 and India’s “peaceful nuclear 
explosion” of 1974, India’s relationship with the 
multilateral system went into stasis, to be revived only 
with the end of the Cold War and the emergence of the 
UNasa forum for co-operation on security issues (starting 
with a strategy in 1987 regarding the Iran-Iraq war). 

In the early post-Cold War years, the multilateral 
system experienced an era of euphoria. India often 
impressed, as at the 1992 Rio Summit on climate change 
where Kamal Nath and Nitin Desai both played important 
roles. But occasionally New Delhi opted for a refusenik 
stance, for example at the conference hammering out the 
Comprehensive Test Ban Treaty (CTBT) in 1996, where 
many (and not just in the West) saw it as a “spoiler”. 

As India’s own economy grew after the domestic 
reforms of 1991, its diplomacy increasingly focused 
on promotion of the country’s economic interests. 
Notions of Third World solidarity, while surviving 
in the occasionally rhetorical flourish, were largely 
dropped. Claims of solidarity had little meaning in WTO 
negotiations where African agricultural interests could 
often be at odds with those of India, as Amartya Sen 
commented tartly in attacking some of New Delhi’s high- 
minded public pronouncements belied by negotiating 


positions focused narrowly on Indian interests. 


Fixing the high table 
As India’s economy took off in the 1990s, India’s 
interests in relation to the UN system began to change. 
Its economic success cast it as a model for many other 
developing nations, but also gave India a larger stake 
in international rules and order. Thus, India began a 
transition from being a reluctant and selective “rule 
taker” to seeking to join the “rule makers”. Hence, the 
new saliency of the UN Security Council (UNSC), the 
only international body authorised to mandate the use of 
force, and the new ambition to secure a permanent seat. 
In 1991-92, India sat as an elected member and, with 
some foresight, sought to temper Western enthusiasm 
for armed intervention (in Kurdish territories, in Africa, 
and in the Balkans). In 1996, India ran again for an 
elected seat. It competed with Japan and lost massively. 
Indian diplomats complained of the debilitating effects of 
Japanese “chequebook diplomacy’—and doubtless this 
factor played a role—but New Delhi ignored the impact 
of its caustic performance at the CTBT conference earlier 
that year, which alienated not a few of its Non-aligned 
Movement (NAM) friends. 


New Delhi was wary of the expanding scope 
of the UNSC’s remit, and the Council’s continuing 
interventionism, and—especially after 1996—came 
to see a permanent seat in the body as important to 
its interests. In the run-up to a 2005 UN Summit, 
India developed a proposal for UNSC reform, banding 
together with three other permanent seat claimants: 
Brazil, Germany and Japan (the G-4). It allowed for a 
couple more permanent seats for Africa and a few more 
elected ones for other nations. 

In spite of a determined push from all of the capitals 
involved, the effort failed. The G-4 had essentially argued 
their case on the basis of entitlement, given their weight 
in international relations and their financial share of the 
UN’s bills (while India also stressed its contributions to 
UN peacekeeping). But the wider membership failed to 
see what such reform would achieve for it and worried 
about whether a significantly expanded Council could 
remain effective. 

Not much has happened on the file since, except 
that New Delhi has racked up rhetorical support for 
its candidacy from all but Beijing among the existing 
permanent members. However, both Washington and 
Moscow are known to be deeply sceptical of devaluing 
their own status and capacity to game decisions in the 
UNSC by inviting others to share it. Beijing doubtless 
shares their disposition and the UK and France have 
done nothing to make reform happen. Beijing remains 
unalterably opposed to a Japanese permanent seat and 
is, at best, ambivalent about an Indian one. Thus, India’s 
quest for status at the UN, however legitimate, has not 


translated into stature. 


Trading universalism for individualism 

Post-1991, India’s economic reform program and 
consequent growth rates provided it a reason to engage 
more meaningfully with the rules-based multilateral 
trade system. Although certain areas—labour rights, 
intellectual property rights, services, agriculture, and 
India 


wanted others to open up their markets to resurgent 


quantitative restrictions—remained _ sensitive, 
Indian production. It developed a positive as well as 
negative agenda, promoting openness to trade in services, 
on which India was emerging as a global leader. 

In 2004, India was included in a small high-powered 
group at the WTO called the Five Interested Parties— 
along with the United States, the European Union, 
Brazil, and Australia—that superseded the traditional 
“Quad” of the United States, the European Union, 


Japan, and Canada. India’s inclusion was a sign, beyond 
its economic significance, of widespread acceptance of 
India as a genuinely important player in multilateral 
negotiations. 

The Doha Round discussions in 2008 proved a brass 
knuckles affair amidst a burgeoning global food security 
scare and at a time of high political stakes in India in the 
run-up to the 2009 national elections. India and Brazil 
confronted the United States on agriculture. Rather 
damagingly for India, in the final reel, it was abandoned 
in its hard line by Brazil (which, like many African 
countries, on balance, wanted an agreement even at the 


price of greater compromise). 


New Delhi has mostly 
eschewed multilateral 
approaches, favouring 
bilateral and regional trade 
agreements instead. 


Kamal Nath, India’s commerce minister, had stood 
out in his vehemence within the negotiations. He was 
quoted as saying “I reject everything” in response to a 
compromise paper others seemed to be prepared to 
swallow. He was alone in seeming to claim credit for the 
talks’ failure, with EU, US and Chinese negotiators, who 
had contributed considerably to the overall deadlock, 
only too happy to deflect responsibility on to him. In 
India, Mr Nath was largely portrayed in heroic terms for 
protecting India’s interests. However, after the election, 
Mr Nath was moved to another portfolio and replaced 
by Anand Sharma, known for his emollient style. India 
promptly called in over 30 leading trade ministers to 
New Delhi, doubtless to allow this change of personnel 
and style to sink in fully, and to cast India again as a 
co-operative player rather than a wrecker. In reality 
however, since then, New Delhi (like Washington) has 
mostly eschewed multilateral approaches, favouring 


bilateral and regional trade agreements instead. 


Climate change 
Following the 1972 UN conference on the environment 


at Stockholm, India amended its constitution and 
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domestic laws to accommodate international conceptions 
of environmental law, but it largely refrained from costly 
international and domestic environmental undertakings 
while calling for international financial aid to help 
developing countries with environmental projects. So long 
as India projected itself as poor (if proud), this approach 
made sense. But with a transition to “India Shining” 
rhetoric, and a growing place for India in international 
decision-making, it was no longer sustainable. 

After the national elections, in the run-up to the 
Copenhagen climate conference of 2009 and following 
many years of neglect, the environmental portfolio in 
New Delhi was entrusted to Jairam Ramesh. India’s 
position had long been to stick closely to the terms of the 
Kyoto Protocol, under which industrialised countries 
committed to specific targets for emission reductions 
while developing countries were not required to do so 
under a “common but differentiated” responsibilities 


approach adopted since the Rio Conference. 


A game is now afoot to re- 
cast the nuclear weapons 
conversation to include 
India, Pakistan and Israel. 


Mr Ramesh sought to develop a strategy for 
Copenhagen in keeping with Prime Minister Manmohan 
Singh’s reported determination that India should be “part 
of the solution to the problem.” Mr Ramesh himself argued 
that “India must listen more and speak less in negotiations” 
as its stance is “disfavoured by the developed countries, 
small island states and vulnerable countries.” He was 
challenged by India’s long-time negotiators for opening 
India to concessions without having obtained reciprocal 
commitments. He bobbed and weaved in Parliament, 
but elsewhere stuck to his guns on India needing a more 
forthcoming negotiating position. 

Mr Ramesh’s arguments recognised that India could 
not stand idly by as its own environment headed toward 
serious degradation, and also that India needed to be in a 
position to offer something positive as it wanted to play 
in the big leagues. In the event, India offered voluntary 
emissions goals that would be subject to international 
“consultation and analysis” but not scrutiny or formal 


review. 
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The Copenhagen talks were widely perceived as a 
fiasco. However, the outcome served India’s diplomatic 
interests very well in allowing it to be “part of the 
solution” which turned out to be a last-minute accord, 
offered by the four BASIC powers (Brazil, South Africa, 
India, China) and the United States and acknowledged— 
however reluctantly—by the conference plenary. This 
underscored India’s place as an indispensable negotiating 
partner on key global challenges. Unlike its posture at 
the WTO in 2008, when China shielded itself behind an 
assertive India, at Copenhagen India allowed China to 
take the heat for frustrating officials and NGO activists. 

At the follow-up conference in Cancun in late 2010, 
featuring an over-hyped consensus outcome, India again 
came off as an agent of compromise and accommodation 
without actually giving anything away, although Mr 
Ramesh’s subsequent comments that all countries needed 
to accept “binding commitments in some appropriate legal 
form” surprised many. Interestingly, at Cancun, India and 
China squared off against Brazil and South Africa, both 
looking for more convincing international commitments. 
While again criticised in India for “selling out”, Mr Ramesh 
seems to have positioned India well for future negotiations 
without jeopardising any of its core interests. 

On balance, in developing India’s global stature, 
Copenhagen and Cancun were both at least mildly 
successful. In contrast to its positions at the WTO in 
2008, India demonstrated agility in the run-up to both 
climate change conferences, and dexterity during the 
meetings, allowing it to emerge as one of the forgers 
of a compromise at Copenhagen and one of the nations 


willing to push negotiations forward at Cancun. 


Nuclear divide 

Nuclear weapons have been the prickliest thorn in 
India’s side in its multilateral relations. India’s position 
on issues of nuclear non-proliferation and testing has 
been marked by the consistent articulation of a vision of 
global disarmament and non-proliferation at odds with 
what most other countries have wanted, dressed up in 
what Amrita Narlikar has described as “high-minded 
moral rhetoric.” Until its nuclear deal concluded with 
the United States in 2007, India had been condemned to 
diplomatic isolation on this issue for four decades. 

India was involved in the drafting of the Nuclear 
Non-Proliferation Treaty (NPT) in the early 1960s. 
However, it refused to sign the treaty in 1968 on grounds 
that it was discriminatory, dividing the world into the 


nuclear “haves” and “have-nots”, (and keeping in mind 


the need to eventually respond to China’s nuclear test of 
1964). The subsequent “peaceful nuclear explosion” of 
1974 cast India into international nuclear purdah, with 
the five recognised nuclear weapons states and others 
erecting a new regime to stigmatise it and any others 
challenging the NPT. New Delhi's efforts to derail the 
CTBT in 1996 were predictably unsuccessful. 

Paradoxically, it was India’s next set of tests and 
those of Pakistan in 1998, combined with the growing 
global significance of India’s market that unlocked US 
interest in bringing India back into the fold, if acceptable 
terms could be agreed. Having refused to sign the NPT, 
opposed its extension, and opposed the CTBT, India 
technically did not violate any international agreements. 
After an initial reflexive resort to sanctions against both 
India and Pakistan, Washington engaged with New 
Delhi (although not with Islamabad) on possible nuclear 
co-operation. The clock ran out on Jaswant Singh and 
Strobe Talbott’s discussions in 2000, but the George W 
Bush administration, as its foreign policy agenda flagged 
in other parts of the world, soon identified an agreement 
with India as a possible positive legacy item for itself. 

The resulting “123 Agreement” was concluded in 
2007. While some Indian commentators predictably 
accused South Block of selling out, most international 
experts believe New Delhi to have come off much better 
in the negotiations than the US side (presumably very keen 
for agreement before the end of the Bush presidency). 
And, when the agreement was internationally endorsed in 
2008, it post hoc legitimised India’s nuclear programme 
and opened the channels of nuclear commerce for India. 
India decisively shed its nuclear pariah status, opening 
a path to greater recognition internationally of its 
emergence as not just an economic high performer but 
as a budding global power. 

And a game is now afoot, with New Delhi a keen 
participant, to re-cast the nuclear weapons conversation 
to include not just the five nuclear weapons states 
recognised by the NPT but also the three nuclear- 
armed states outside that framework: India, Pakistan 
and Israel. During his visit to New Delhi last year, Mr 
Obama endorsed the idea in general terms. The Hindu’s 
Siddharth Varadarajan comments: “India and the US 
have assembled the basic building blocks of a framework 
which has the potential to transcend the NPT, while 
remaining faithful to the twin goals of non-proliferation 
and the elimination of nuclear weapons.” While still 
some way off, such an outcome would be a triumph for 
New Delhi indeed. 


Global responsibilities: Is India ready? 

The agreement between the US and India has led some 
commentators to worry over India’s commitment to 
multilateralism. But was it ever that strong? Most Indian 
policymakers would doubtless prefer a geo-strategic 
dispensation under which five to ten great and regional 
powers make the important decisions, to one of endless 
palaver and frequent frustration at the UN. And the wind 
may well be shifting in this direction. 

India will morph into one of the oligarchs only if it is 
prepared to take on the responsibility and expense of much 
greater obligations than it has been prepared to entertain 
so far. Mr Ramesh’s strategies tend in this direction, while 
Mr Nath’s at Geneva in 2008 seemed more a last gasp of 
the old Indian diplomacy rooted in shrill adherence to 
principle leavened by theatrically high-minded rhetoric. 


Most Indian policymakers 
would prefer a dispensation 
under which five to ten big 
powers make the important 
decisions. 


Basic questions arise. First, what kind of a power 
does India aspire to be, and how will it engage with 
others in years to come? Second, is the Indian foreign 
policy establishment attuned to engaging with the world 
not just on India’s own terms but also on ones that can 
appeal to others and contribute to positive outcomes? 
Domestic politics will play a key role in determining 
the outcome in India, both with respect to its positions 
on “hot button” international issues, but also on what 
price it is willing to pay to accede to power-sharing in 
a more multi-polar world. It is not yet clear how India 
will manage its domestic priorities—on trade, for 
example—and on that question hinges its quest, beyond 


status, for stature in years to come. 


Cause for thought 
When a strategy fails, it is wise to consider others. If 


India perseveres with its quest for a Security Council 


Continued on Page 14 
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Shadow practice 


A way for the BUP to show that tt is 
prepared to govern 


Photo: Arti Sandhu 


here is a spring in the Bharatiya Janata Party’s (BJP) step—and rightly 
so. The BJP, along with its ally, swept the recently concluded assembly 
elections in Bihar. The UPA government in New Delhi seems to be 
hobbling from one crisis to another, mired in corruption scandals, unable to 
control spiraling inflation like a rudderless ship with no one at the helm. The 
BJP, which seemed to have hit rock-bottom after the 2009 general elections, 
has grabbed the chance and is visibly—and vocally—playing the role of a 
proactive opposition. The parliament has been stalled over the opposition’s 
demand to have a Joint Parliamentary Committee (JPC) probe on an 
outrageous telecom corruption scandal and it is unlikely that even the budget 
session will be conducted in a normal manner. 
As the BJP shines in the role of an effective opposition, it is time to take 
stock of some reality checks. This is not the first time in India’s parliamentary 


history that an opposition seems to be moving up on the back of a discredited 


government, or when a ruling party is in complete 
disarray in the eyes of the public. The events of 1977 may 
have been an exception, but from 1989 to 1996, we have 
seen discredited governments being ousted by inspired 
oppositions. However, these opposition parties failed to 
deliver when they came to power at the centre. 

This dichotomy lies at the core of the dilemma 
faced by the main opposition party in a parliamentary 
democracy—it has to be both an effective opposition, 
and a ruling party in waiting as well. In simpler terms, the 
party must not only tell us what it is opposing, but also 
enlighten us on what it is proposing. It is not sufficient to 
hide behind the bon mot that where you stand on issues 
depends on where you sit in parliament. 

Some commentators may suggest that the BJP can 
be judged by its past performance as the core of the ruling 
coalition from 1998 to 2004.That would be grossly unfair 
on many counts. The major political actors of that era 
have all since moved out, and the environment in which 
those policies were formulated and decisions taken— 
which were context- and time-specific—have undergone 
a significant shift. More importantly, the party might have 
learnt some important lessons from the electoral losses 
in 2004 and 2009. For example, it might believe that its 
arguably liberal economic policies were the cause of its 
electoral defeat in 2004, and might embrace the United 
Progressive Alliance (UPA)’s left-leaning model which 
brought the Congress-led coalition electoral success in 
2004 and 2009 general elections. Its record in the home 
ministry might have also led to some introspection and 
reflection about its policies against terrorism and internal 
security. 

India is yet to fully understand the BJP’s stand on 
tackling Maoists, defence modernisation, FDI in retail, 
fuel subsidies and police reforms, among others. The 
only way to formulate these policies while in opposition 
is by announcing a shadow government. The fact that no 
political party while in opposition—barring a half-hearted 
attempt by Rajiv Gandhi in 1989—has carried out such 
a move will make the BJP stand out from the crowd. 
The three years left in the current parliament provide an 


ample opportunity for the BJP to execute such a strategy. 


Such a move will also add credibility to the party’s desire 
to govern the country, and broadcast its intentions clearly 
to the electorate. 

A shadow government will shift the political debate 
from being focused on inconsequential matters to 
concrete issues of policy and governance. It will force the 
other political parties, when in opposition, to embrace 
the proposal of a shadow government. Moreover, it 
offers the BJP a substantive advantage when it steps up to 
rule—as it aspires to—after the next general elections. 
With its policies in place, the new government can hit 
the ground running and take advantage of the honeymoon 
period. It does not have to spend time learning afresh, 
and miss opportunities for bold action during its initial 
months in office. 


A shadow government will 
allow for the BJP’s road- 
map to be merged with the 
nation’s blueprint. 


Can the BJP step up to such a bold program? It 
is highly unlikely that any party will do so when it sees 
itself on the ascent—it would be naive to fix something 
that isn’t broken. Thus it is up to the BJP’s political 
supporters, commentators and other well-wishers to 
hold the party’s feet to fire and compel it to announce 
a shadow government. The road-map of a political party 
ends when it wins the elections, but the challenges for 
the nation start when the party begins to rule. A shadow 
government will allow for the party’s road-map to be 
merged with the nation’s blueprint. 

The message to the BJP is simple: You are doing a 
great job as an opposition. You have told people often that 
you want to rule the country. Now go ahead and convince 
the country that you are prepared to govern—get a 


shadow government in place. Mf 
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Lost in interlocution 


Raising expectations in Jammu & Kashmir? 


Photo: Liao Chinghua 


n October 13, 2010, the Ministry of Home Affairs appointed 

journalist Dileep Padgaonkar, academic Radha Kumar and 

bureaucrat M M Ansari as interlocutors to Jammu and Kashmir to 
interact with different groups to find a lasting solution to the issue. Reactions 
to the appointments were anything but centered—Mirwaiz Umar Farooq, 
chairman of Hurriyat’s moderate or (M) faction, termed the selection a joke, 
while Syed Ali Shah Geelani, chairman of Hurriyat’s hardline or (G) faction 
called it the “Centre’s dirty trick”. 

So far, the interlocutors have visited Jammu & Kashmir four times, 
meeting as many people, citizen’s bodies and organisations—political and 
apolitical—as have agreed to meet them. Each of these visits was conducted 
in the media’s glare. Unfortunately, the trio fell into the trap of making 
impromptu statements as and when the record button was turned on. 


Even as Mr Padgaonkar almost ended up advocating Pakistan’s claim in the 


Kashmir dispute by suggesting that Pakistan be included 
in the search for a solution, Ms Kumar suggested that the 
constitution be amended to accommodate a “discussion 
on the Azadi option for Jammu and Kashmir.” “Yeh 
interlocutors kaisi kaisi bat kar rahe hain? (What are these 
interlocutors talking about?),” retorted Lal Krishna 
Advani in reaction to their statements. 

While the 


interlocutors and put forth their ideas for the resolution 


Kashmiri mainstream met the 
of the dispute, the separatists shunned the group— 
which led Chief Minister Omar Abdullah to accuse them 
of adopting double standards. “I am surprised that the 
separatists can talk to Parliamentarians, who have taken 
the oath of Indian constitution and treat Kashmir as an 
integral part of the country. What is the harm in talking 
to the interlocutors, who have no boundaries or red 
lines?” Mr Abdullah asked when addressing a public rally 
at Pahalgam, in south Kashmir’s Anantnag district. 

In a subsequent press conference, Mr Geelani 
responded by raking up criticism about the rather 
publicised pay packet of the interlocutors (each of 
them receives Rs 150,000 plus perks as monthly 
remuneration): “We have been maintaining from day one 
that the interlocutors have no authority, they can only 
plead with New Delhi without being paid much attention 
to. Their appointment was to hoodwink the international 
community; these fellows are more interested in their one 
lakh-plus salary than addressing the issues of Kashmiris, 


because they have no authority to do so.” 


Changing the discourse 
The team submitted its interim report to the home 
minister in early-November 2010. Home Minister P 
Chidambaram said that the interlocutors had enabled 
a “change in the discourse” in the valley, marking a 
significant improvement after a summer punctuated 
by protests, deaths and curfews. “The three-month 
period of agitation was an unfortunate and deeply 
regrettable chapter. However, after the visit of the all- 
party parliamentary delegation and the appointment of 
interlocutors, there has been a significant improvement 
in the law and order situation,” he acknowledged at 
the monthly report card presentation press conference 
in January 2011. “In particular, the interlocutors have 
been able to change the discourse and have been able to 
persuade a number of stakeholders to offer suggestions 
for a political solution,” he added. 

Even though the report has not been made public, 


the recommendations—as reported by the media—range 


from the hackneyed “better training for security forces to 
respect the rights and dignity of citizens” and “allowing 
peaceful protests and handling mass protests without loss 
of life by using non-lethal weapons” to the innovative, 
even utopian, proposition of “demarcating specific areas in 
Kashmir and Jammu where peaceful protests can be staged 
against the government.” The last recommendation can only 
be termed as one that is naive, based on the assumption 
that such “peaceful protests” won’t turn violent. 

Among the recommendations made by the report 
was the call for select central government jobs to be 
offered to the youth in the state. The report also asked 
that all militants and protesters (including stone pelters) 
against whom there were no serious charges be released 
from prison, and be given training to improve their 
employability. The idea of offering a second chance is 
laudable, but the question of whether there are militants 
and protestors who do not bear serious charges is 


questionable—and in some cases, even oxymoronic. 


Fiscal incentives have 
worked against the state, 
fuelling and sustaining what 


is now a conflict economy. 
ESS SSS aa 


The report also asked for increased fiscal and other 
incentives for businesses that invest in Kashmir. While 
the concept of raising economic activity as a means to 
curb social unrest is well known, similar measures that 
have been implemented in the past failed to yield positive 
results. In some ways, they even worked against the state, 
fuelling and sustaining what is now a conflict economy. 

Another reported recommendation is for the 
adequate representation in political institutions of Muslim 
Gujjars and Bakerwals, and according of special status 
for Pahari-speaking residents. Whether such a move will 
help resolve the problems on the ground is questionable. 
These communities have not resorted to violent means 
to demand for political concessions, and their demands 
have so far been well within the purview of the Indian 
constitution. 

There were some credible suggestions as well. One 


of the propositions was for an increase in the monetary 


Continued on Page 17 
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The UPA’s triple whammy 


Rising fiscal ceficit, rising current account 
Ceficit and high inflation do not bode wel 
for the Indian economy 


Photo: Olivier/OliBac 


he UPA government has an excuse now—India is suffering from the 
magazine curse, ever since the Economist put India on the cover three 
months ago. 

The cover story talked of how India’s growth would soon outpace that 
of China’s. That prediction has been endangered by the UPA government— 
at least in the near future—simply because it decided to actively contribute 
to realising that goal through government spending. 

Nonetheless, it is hard to find cautious fund and investment managers 
in India. Despite acknowledgement of serious problems, the overwhelming 
consensus is that the current demographic dividend will ensure double- 
digit economic growth, and this will in turn wash away all other sins such 
as fiscal deficit, lack of economic reforms, economic inefficiency, high and 
rising cost of living and suchlike. But this view is beginning to sound less and 


less convincing as high inflation returns. Actually, inflation never went away. 


The government is pointing to global factors for rising 
food prices. It may be true up to a point. However, as 
Omkar Goswami points out in Businessworld, the absence 
of a productivity revolution in India over the years has a 
lot to do with it: 

Agricultural productivity is pathetic, the supply 
chain is mired in the late 19th century, and wastage is 
beyond belief. Nothing has been done in the past decade 
to raise farm productivity, improve transport and 
storage, reduce the layers of needless intermediaries and 
effectively improve food supply. Our food manufacturing 
sector is equally poor. Please visit rice husking plants, 
oil mills and sugar factories and you will know what I 
mean. And the politics of farmer protection translates to 
idiosyncratic—often knee jerk—policies regarding food 
imports. 

The result of the lack of economic reforms, lack 
of productivity improvement, and an active pursuit 
of growth through government spending has been 
persistently high inflation. In fact, Amol Agrawal, an 
economist who blogs at Mostly Economics and writes for 
Pragati, provides a contrast to the four positive pillars 
of economic stability and growth erected by Luiz Inacio 
Lula da Silva, Brazil’s former president, with that of 
the UPA government led by the acclaimed Manmohan 
Singh. Mr Agrawal notes that the four pillars of the UPA 
government have been fiscal deficit, talking, inflation and 
social waste. 

If a government actively pursues high economic 
growth, it ensures two things: it usually pursues it at 
the expense of future growth and it fails to work on 
the factors that would, on their own, underpin growth. 
Economic growth in itself not a desirable policy goal. 
Government policy should focus on what it can achieve. 
It can and should lay the building blocks that would bring 
about high and sustainable economic growth. 

A reluctant central bank entrenches _ inflation 
expectations 

The Reserve Bank of India (RBI) has been caught by 
surprise by the persistence of high inflation rates in India. 
While it has arguably done the most in Asia to normalise 
interest rates, its efforts fall well short of what was 
needed, given the absence of a supply response. Critics 
usually question the rationale behind raising rates when 
the problem is one of inadequate supply. Some argue 
that productive investments need lower and not higher 
interest rates. 


Unfortunately, low interest rates are frittered 


away in speculative investments all over the world. 
There is nothing like higher interest rates to focus the 
mind. India’s high real rate of interest in the mid-1990s, 
engineered by then RBI governor C Rangarajan, pushed 
the Indian corporate sector to trim its balance-sheet. It 
entered the new millennium in ultimate battle-readiness 
with low leverage and high potential. It is no surprise 
that until recently, Indian corporations reported one of 


the highest returns on equity in Asia. 


“The four pillars of the 
UPA government have 
been fiscal deficit, talking, 


inflation and social waste.” 
eet 


This time around, however, RBI has failed to 
respond adequately to rapid inflation. Real rates remain 
negative and that has stoked speculative investing in 
stocks and real estate. Indian real estate is arguably in 
a bigger bubble than Chinese real estate. One saving 
grace, as a fellow economist noted, is that India’s real 
estate bubble is not due to rampant credit growth as in 
the case of China. The supply side response for structural 
inflation is desirable but its absence is no excuse not to 
apply demand-restraining pressures. To be sure, higher 
interest rates would lower economic growth. But that is 
what the high inflation rates signal in any case—that the 
economy is not yet capable of the high economic growth 
rate that the country is aspiring for. It should not be too 
difficult for policymakers to acknowledge that more 
work is needed before the country can enjoy sustainable 
high growth rates. 

Economists at the Standard Chartered Bank suggest 
that India is unlikely to sacrifice growth for controlling 
inflation. They may be right. The UPA government’s 
failure to acknowledge and act on the growth constraints 
would, in the end, leave India with an undesirable 
equilibrium—lower growth and higher inflation. 

One of the explanations proffered for the RBI’s 
reluctance to raise rates is that it was not keen to raise 
the debt-servicing burden on the Indian government 
that has under the 
Fiscal Responsibility and Budget Management Act. 


abandoned its commitments 


Unsurprisingly, this has not led to any fiscal consolidation 


but more fiscal laxity. 
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Fiscal spending and inflation—joined at the hip 

India’s fiscal and inflation woes go together. John Hussman, 
a fund manager, has always argued that expansionary 
fiscal policy has been the more reliable cause of high 
inflation than monetary expansion. Furthermore, India 
has an inflation problem because the government appears 
to have no stomach for long-duration and overdue supply 
reforms that would raise the economy’s speed limit. A 
high rate of inflation is seen as an acceptable price to pay 
for achieving high growth. 

High growth, in turn, is expected to provide 
the resources required for the government’s explicit 
redistributive agenda. However, inflation negates 
redistribution as it is a bigger burden on the poor than 
on the rich. In developing countries, food and energy 
constitute the bulk of the consumption basket of the 
poor and there is little scope for diversification out of 
these two. 

To offset the high cost of inflation, the government 
has resorted to indexing the wages paid out of the 
National Rural Employment Guarantee Programme 
(NREGA) to inflation. This is going to be fiscally 
costly. Then, there is the pending food security bill. 


Ensuring food security for the poor is laudable. But, in 


For status or stature? Continued from Page 7 
seat, might it dance with different partners? The IBSA 


(India, Brazil, South Africa) grouping is a very attractive 
one involving the leading market-oriented democracies 
of their respective continents. This group might be 
harder to refuse than the disparate G-4. Meanwhile, 
India’s ambassador at the United Nations, Hardeep 
Puri, commented recently that India’s current tenure on 
the Council should not be seen as a “dress rehearsal”. 
Perhaps, but for the P-5 it is very much an “audition” that 
India will have to muster considerable dexterity to pass. 


The satisfactions of status are bound to prove 
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its proposed form, it is nothing but another version of 
Public Distribution System which ensures subsidised 
grains and other foodstuff for urban middle class while 
much of it is pilfered. 

Meanwhile, there is no clear timeline for the 
implementation of the Goods and Services Tax (GST). 
The government has postponed—many times at that— 
its cabinet meeting to raise the price of diesel, fearing 
its impact on inflation. The price of crude oil is rising 
relentlessly towards the 100 dollars-per-barrel level. 
The consequence is that it will increase the fiscal burden, 
since every dollar rise in the price of crude oil adds to 
the government's subsidy burden. 

In other words, India faces the triple whammy: 
Rising fiscal deficit, rising current account deficit and 
high inflation. In the course of 2011, we might conclude 
that Shankar Acharya was guilty of understatement when 
he said: 

So, while it may be comforting to read in reputed foreign 
publications about India’s ‘transformative growth’ to becoming 
the world’s third-largest economy by 2020 or 2025, the 
actual strengthening of anti-growth forces during 2010 raises 
some serious doubts about the nation’s long-term economic 


trajectory. 


fleeting. Stature, on the other hand, is more lasting but 
consequently harder to attain. Domestic politics may pull 
India in one direction, India’s international ambition and 
diplomatic strategies in another. Its oligarchic instincts in 
international organisations, largely rewarded to date— 
including within the G-20—all point to the world’s 
acceptance of India’s place at many a high table. But is 
India yet ready for the corollary? It has not yet needed to 
think through the extent to which it is able and willing to 
take on extensive and potentially expensive obligations. 


That debate is now beginning. 


Life after °35 


The time to plan for old age is now 


Photo: Meena Kadri 


ndia is currently experiencing a favourable demographic phase, during 
which the share of working age population in the total population is on 
the rise. This demographic advantage contributes significantly to high 
savings and investment ratios—and to prevailing high growth rates. However, 
it also necessitates the implementation of policies that are conducive for the 
continued generation of jobs and sustained standard of life in the future. 
Projections by the United Nations show that India will need to generate 
productive livelihoods for 120 million persons—equivalent to 28 percent 
of the global total—between 2010 and 2020. This is an enormous challenge 
that requires labour market policies, technology choices, and social sector 
policies that are conducive to creating new livelihoods that can effectively 
replace existing ones that may not be effective in the long run. 
High economic growth rates have grossly masked New Delhi’s 


inadequate response to this challenge. It is important to note that the costs 
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of such neglect will not only be economic, but social and 


political as well. 


From favourable demographics to rapid ageing 

The projections suggest that the current favourable 
demographic phase will end around 2035. After 2035, 
the country will face the challenge of a rapid ageing 
population, which will be hastened by declining fertility 
rates and increasing (although at an uncertain rate) 
longevity. 

One of the indicators is that of the Total Fertility 
Rate (TFR), which reflects the average number of 
children a woman is expected to give birth to during her 
lifetime. Current trends suggest that India will reach a 
TFR of around 2.15 between 2016 and 2020. ATFR of 
2.15, if sustained and if there is no net migration, will 
lead to stationary population, while a TFR of 1.30 will 
result in the population of a country reducing by half in 
just 45 years. Several Indian states already have a TFR 
below 2.15. 


An ageing India will also 
have an impact on political 
inclinations and voting 
patterns. 


As developmental aspirations of the population 
manifest themselves in the political arena, the Indian 
citizen’s life expectancy is expected to improve. For the 
2005-2010 period, Indian men aged 60 could expect 
to live another 16 years. Indian women, for 18. This is 
likely to improve even further over time, with women 
widening their lead. 

By 2050, the single largest age cohort in India will 
be that of women over 70, and that they will outnumber 
men among the elderly. Even if India manages to sustain 
high growth rates—which is by no means assured—the 
country will be a middle-income country in 2050, with 
its projected per capita income only a fifth of that of the 
United States. 

India is projected to have 185 million persons 
above 60 years of age by 2030. There is little experience 
globally for designing ageing policies for a society with 
such a large number of elderly persons. The reversibility 


principle therefore assumes considerable significance. 
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This principle suggests that in designing and implementing 
any retirement income security or health care scheme, 
the cost of reversing and shifting to a different scheme 
must be minimised. Locking India in a_ particular 
scheme without policies based on empirical evidence, 
and implemented without professionalism, will have 
high opportunity costs for growth and social cohesion, 
particularly when there is severe fiscal stringency. 

The increasing number of the aged and the near- 
aged is also likely to impact on the political inclinations 
and voting patterns. The political processes will need 
to manage inter-generational and_ intra-generational 


differences arising from rapid ageing. 


Preparing for an ageing nation 

As the number of the elderly increases, and demand for 
better service rises, failure to modernise the Employees 
Provident Fund Organization (EPFO), and the Employees 
State Insurance Corporation (ESIC)—whose membership 
is mandatory—will increasingly become untenable. There 
are already demands from employers and the employees 
to facilitate choice and institute contestability concerning 
the retirement income and healthcare services provided 
by these two statutory institutions. 

The urgent passage of the Pension Fund Regulatory 
and Development Authority Bill and expanding its scope 
to facilitate choice and contestability merits serious 
consideration. 

Unfortunately, there appears to be limited 
recognition of the multi-dimensional challenges that 
demographic transformation portends for India. We have 
a relatively short window of opportunity to prepare for 
its rapidly ageing society. 

The movement towards a rapidly ageing society 
will affect many diverse areas. Savings and investment 
ratios will be dampened as older people typically save 
less, and also spend less on housing, and durable goods. 
The labour markets will need to adjust to workers whose 
median age will be higher, and to encourage employers to 
gainfully engage senior citizens. This will require changes 
in labour market laws, in the statutory provident fund, 
healthcare and other regulations. Greater emphasis on 
knowledge and its management with a view to improving 
productivity per person will be essential. India will not 
be able to rely on high savings and investment rates, and 
abundant labour supply to sustain high growth. 

Rapid ageing will also impact India’s mortality 
patterns. The consumption of healthcare services 


typically increases disproportionately for those aged 


above 65. For those above 80, special healthcare services 
become necessary. However, providing healthcare to a 
rapidly ageing society is expensive, and will have to be 
pitted against other economic priorities. India will have 
to engineer unconventional and innovative mechanisms 
to finance and deliver healthcare services. Examples 
include “108 Emergency Service” provided by the 
Emergency Management and Research Institute (EMRI), 
and the Chiranjeevi Yojana in Gujarat designed to reduce 
maternal and child mortality rates. 

For an ageing society, the demand for healthcare 
services must be minimised through a_ healthier 
environment and habits. India will also need to invest 


resources to promote public health and sanitation, and 


Lost in interlocution. Continued from Page 11 


assistance provided to the widows and orphans of 
militants—in contrast to the current policy of punishing 
the family members of those seen as guilty of waging war 
against the state. This is a very notable idea, considering 
that the state has made several enemies in the state due to 
its policy of penalising the militants’ families. The panel 
also requested the central and state governments to 
announce special scholarships for Kashmiri students who 
want to pursue higher education. Such a policy could be 
highly beneficial as it addresses the long term problem of 


the isolation of young Kashmiris. 


Do no harm 
The three-member team is currently preparing 


for another visit to the state, amid reports that the 


higher quality of food products and medicines. The 
public infrastructure will also need to be designed with 
senior citizens in mind. This applies particularly to public 
transport, street architecture and public toilets. 

The current populist policies are ineffective, 
inequitable, and costly. Successful ageing policies involve 
a systemic view of economic, social, and health sector 
policies and programs. 

These should lead to low rates of disability and illness, 
active social participation, livelihood participation, and 
physical and mental activities for the elderly. It is these 
criteria that will determine the extent to which India 
succeeds in preparing for a new demographic phase of 


rapid ageing in the foreseeable future. 


home ministry is already acting on some of their 
recommendations. A plausible means to test the 
veracity of the interlocutors’ intervention in the 
conflict zone is to test it against the “Do no harm” 
principle of development. The principle states that 
if you do not have the capacity to make a positive 
intervention, make no intervention that will raise the 
expectation of positive developments, or worse, cause 
further damage. 

New Delhi’s intervention in the appointment of the 
three interlocutors (as part of the Union government's 
eight-point initiative to hold a sustained dialogue with 
various groups and communities in Jammu & Kashmir) 
will be a worthwhile one if it passes the “Do no harm” 
test. Hi 
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The drop in the female suicide rate 
is one of the reasons for the slight 
improvement in the overall rate 


MALE: 13.4 [+0.6] 


More males, however, are taking 
their own lives, since 1999, which 
offsets some of the decrease 
among women 
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30 - 44 YRS: 17.4 [-2.2] 


The middle ages are the most affected, but 
also the most improved 


45 - 59 YRS: 17.1 [-0.8] 


Housewives comprise a fifth of all suicides, 


but this has reduced 


17.2%  [-0.0%] 
‘Other’ Self-employed are the next largest 
segment 


13.7%  [-0.9%] 

The most discussed demographic, 
segment, relatively fewer Farmers have 
commited suicide vis-a-vis 1999 


‘Family Problems’ are responsible for nearly 
a quarter of all cases now 


21.0%  [+1.2%] 


llness is the other major cause, with more 
than half being cases of terminal illness 


16.8%  [-2.7%] 
Fewer cases have gone unexplained in 
2009, vs. 1999 


Poison, mostly insecticide, is the most 
frequent means 


31.5%  [+6.3%] 


Hanging is the other commonly used 
means of taking one's life 


9.2%  [-2.0%] 


Fire/Self-immolation has reduced, relatively 


accessible at http://ncrb.nic.in 


International figures are from the 
WHO, Korea Times (South Korea) 
and China Daily (for China) 
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Securing the Indo-Pacific 


MICHAEL AUSLIN of the American 
Enterprise Institute (AEI) argues that the 
Indo-Pacific’s unique geography—the open 
seas, air lanes, and cyber-networks that link 
the region together and to the world— 
makes the balance of regional security most 
vulnerable in the “commons”. The United 
States’ and its partners’ goals would be 
to ensure access, contain conflicts, deter 
threats and evolve liberal norms in the 
commons. In an article for the AEI, “Security 
in the Indo-Pacific Commons”, Auslin states 
that the regional politico-military strategy 
should have a muscular US-forward military 
component augmented by a close security 
partnership among nations that share 
the common concerns and desire for the 
promotion of a liberal agenda in the region. 


—— | 
On Cyber War 


PAUL CORNISH, DAVID LIVINGSTONE, 
DAVE CLEMENTE and CLAIRE YORKE of 
Chatham House assess the evolving challenges 
in cyberspace and describe it in brief as terra 
nullius. They explain that it is beyond the reach 
of mature political discourse that can provide 
opportunities for strategic benefits without 
resorting to armed conflict, conferring 
disproportionate power, anonymity, and a 
blurring of military-civilian boundaries. They 
add that cyberspace could be considered a fifth 
battlespace after land, water, air and space. 

In a report, “On Cyber warfare”, 
they argue that cyber-warfare should be 
constrained and validated by politics, ethics, 
norms and values. To resolve its challenges 
while extending its complexities into the 
world of politics would question deeply 
embedded assumptions about the primacy of 
the state, the authority of the government and 
the role of government agencies and armed 
forces as providers of national security. 


Indexing preparedness for ageing 


According to RICHARD JACKSON, NEIL 
HOWE, KEISUKE NAKASHIMA, fellows at 
the Global Aging Initiative at the Center for 
Strategic and International Studies (CSIS), 
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the global economic crisis has left many 
senior citizens vulnerable, while reducing 
the room for governments to accommodate 
rising old-age dependency costs. 

In “The Global Aging Preparedness 
Index”, they analyse the progress that 20 
countries worldwide are making in preparation 
for global ageing, with focus on the old-age 
dependency dimension of the challenge. They 
state that extending work lives and increasing 
funded retirement savings represent the 
easiest solutions, which balance the needs of 
the elderly and younger workers. 


PC 
Channeling foreign capital inflows 


ESWAR PRASAD of Brookings and Cornell 
University analyses India’s record current 
account deficit, and asserts that policymakers 
must look for ways to channel capital inflows 
into investments that would help the country 
attain the benefits of foreign capital without 
exposure to the risks of volatile short-term 
flow. 

In an op-ed for the Wall Street Journal, 
“How India Can Cope With Plenty”, he 
recommends the following: 

- opening up FDI to various sectors 

- reforming corporate bond markets 

- tackling corruption and red-tape 

- reining in government expenditure 

- switching from inefficient subsidies to direct 
cash transfers 

Prasad argues that the current period 
of high growth and large capital inflows 
could be the best ever opportunity for India 
to implement the suggested reforms. 


Dealing with Chinese mercantilism 


ARVIND SUBRAMANIAN of the Peterson 
Institute draws lessons from Chinese 
mercantile history in the early 1800s to state 
that dealing with Beijing effectively requires 
a greater sensitivity to its history. This means 
the use of carrots rather than sticks, and a 
multilateral rules-based approach rather 
than a unilateral approach related to specific 
outcomes. 

In a Business Standard op-ed, “Chinese 
Mercantilism: The Long View”, he calls for a 
long view on China, which relies on nudging 
Beijing away from the path of mercantilism 
rather than a confrontational approach—in 


spite of a range of unhelpful Chinese actions 
across a gamut of political and economic 
issues—stating that a dominant China may 


no longer be amenable to force. 


Countering Jihad 


THOMAS HEGGHAMMER, of Oslo’s 
Norwegian Defence Research Establishment 
analyses the phenomenon of the Muslim 
foreign fighter to explain the factors that 
Muslims to fight in transnational wars, mostly 
after 1980. He posits that the phenomenon 
was a violent offshoot of the pan-Islamist 
identity movement that arose in 1970s 
through a process of elite competition. 

In an article for International Security, 
“The Rise of Muslim Foreign Fighters: Islam 
and the Globalization of Jihad”, he suggests 
that the transnational Muslim fighter and the 
al-Qaeda operative were different in their 
political preferences although they hailed 
from the same pan-Islamist ideology, with 
the Muslim fighter having a stronger popular 
support base. Hegghammer concludes by 
saying that undermining pan-Islamism and 
promotion of state nationalism or other 
local forms of identification are key for an 
effective counter-strategy. 


Stand up and be counted 


In the wake of India’s election to the chair of 
the UN Counter-Terrorism Committee and 
the impending elevation to the upcoming 
rotating Presidency of the UN Security 
Council in August, SHASHI THAROOR 
calls for New Delhi to take a firm stand on 
matters it is usually ambiguous on, such as 
Sudan, Iran, Middle-East and North Korea. 
In an op-ed piece for Project Syndicate, 
“India at the UN High Table”, Tharoor writes 
that New Delhi has to augment its resources 
and expertise on diverse issues, and that 
India has a major opportunity to showcase 
its credentials as a major global player and 
aspirant to a permanent seat at the table. 


alan iS a research associate with 


“Liberal Fascists” 


IRFAN SIDDIQUI writes in Jang on the 
recent assassination of Salmaan Taseer, the 
governor of the Punjab, condemning those 
who misuse the teachings of the Quran and 
the Prophet to violate the laws of the land. 
He expresses regret over the assassination 
of the governor, and states that the assassin 
must be punished in accordance with the 
laws of the state. 

However, he points out, Mr Taseer’s 
murder cannot be considered in isolation 
of the larger, rather sensitive debate over 
blasphemy laws in Pakistan. The writer 
criticises Mr Taseer for stirring up a hornet’s 
nest by categorising the state’s blasphemy 
laws as “black laws”, and for fighting for 
the cause of Asia Bibi (a Pakistani Christian 
sentenced to death for blasphemy). Mr 
Siddiqui argues that thousands languish 
in jails in Pakistan—many of whom have 
never had their guilt proven—so why did 
Mr Taseer choose to fight only for Asia Bibi? 
He also questions why the governor kept 
raking up the issue, despite the fact that 
several TV channels and media personalities 
were clamouring for the chief justice of the 
Lahore High Court to take suo moto notice 
and reverse the sentence. 

The writer opines that Mr Taseer had 
surrounded himself with “liberal fascists” 
and did not realise that he had embarked 
on a dangerous path. Mr Siddiqui concludes 
by saying that while the assassination is 
unpardonable, the issue of the war on Islam 
must be regarded in a holistic sense, where 
the flames of hatred are fanned by “liberal 
fascists” and “traitors” such as Salman 
Rushdie and Taslima Nasrin, with active 
encouragement from the West. 


Tunisian ripples 


Said Nasheed writes in Lebanon’s as- 
Safir about the recent events in Tunisia, 
commenting on the wider implications of 
the “revolution” on the countries in the 
region. He points out that Tunisia, when 
compared to other nations in the region, 
may have boasted positive socio-economic 


indicators, but they were not a sufficient 
guarantee for the overall robust health 
of the nation. To elaborate, Mr Nasheed 
recounts Brazilian President Lula da Silva’s 
comment to economic advisers that he did 
not grasp “the language of numbers”, but 
understood sufficiently that citizens needed 
three meals a day. 

Mr Nasheed points to four myths 
that have been invalidated by the uprising 
in Tunisia. First, that all revolutions in 
the Middle East will ultimately be Islamic 
in nature, implying that the hope for a 
modern, democratic revolution in the 
region is low. Second, that true economic 
development of all sections of Arab 
society could occur without political or 
constitutional reforms—an illusion, Mr 
Nasheed points out, harboured by some 
elites in the region. Third, that “tyrants” 
will continue to hold on to power by 
appeasing the West; and fourth, that Arabs 
were incapable of bringing about change 
in their societies through an indigenous 
revolution. Mr Nasheed celebrates what he 
calls the first democratic Arab revolution, 
and points out that this will be a source 
of considerable unease in the corridors of 
power in other Arab capitals. 


Sass ZI 
Keep going 


In its January 9 editorial, Nawa-i-waqt 
criticises Pakistan’s acceptance of S M 
Krishna’s invitation for talks. It opines 
that India has evaded attempts to resolve 
the Kashmir issue for over 63 years, and 
that these talks will not result in any 
breakthrough. It draws readers’ attention to 
the recent Secretary-level talks in Delhi and 
Lahore, which failed because of India’s “rigid 
stance on Kashmir”. 

The editorial argues that India 
deflects pressure on Kashmir by bringing 
up the issue of terrorism, with focus on 
the Mumbai attacks. Nawa-i-waqt states 
that Pakistan has already assisted India and 
provided it with information pertinent to its 
investigation, but asks what India has done 
in its investigation of the Samjhauta Express 
blast. It argues that India has turned a blind 
eye to Hindu extremism, quoting Indian 


Member of Parliament Rahul Gandhi that 


alit 


ROHAN JOSHI 


Hindu extremism is a more dangerous threat 
than the Taliban or al-Qaeda to corroborate 
its claim. 

The editorial stresses that bilateral 
talks and back-channel diplomacy are useless 
tools—and states that Pakistan’s leaders must 
apply pressure on India for a referendum on 
Kashmir at the United Nations. It suggests 
that Islamabad use every international 
platform available to urge world leaders to 
coerce India into agreeing to a referendum. 
It concludes that if India continues to deny 
Kashmiris their right to self-determination, 
then Pakistan must make it clear to the 
world that it did not acquire the atom bomb 
to “stow away in a showcase”. 


a 
Changing tactics 


An editorial in the Oman Daily discusses 
Israel’s decision to complain to the United 
Nations (UN) on rocket attacks against Israeli 
cities from the Gaza Strip. Oman Daily opines 
that Israel’s appeal is odd, given that the 
country has repeatedly failed to implement 
or respect the UN’s decisions with regard 
to Palestine. The editorial puts forth that 
these recent moves by Israel are a means to 
register its position with the media, prepare 
the grounds for a military assault on the Gaza 
Strip, and deflect pressure from the United 
States on resuming direct negotiations with 
the Palestinians. 

The paper points out that while 
Hamas has clearly indicated its willingness 
for a truce, Israel has continued to conduct 
air raids on the Qassam Brigades (the 
military wing of Hamas). Israel’s escalation 
is part of a plan to resist pressure from the 
United States in the short-term on direct 
negotiations, and wait for Obama’s second 
term in office, where, as a weaker president, 
he would be incapable of pressuring Israel 
to make progress on the Palestine issue. The 
editorial concludes by warning of a period 
of instability in the region. 
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Willie Soon is a solar physicist and climate 
scientist at the Harvard-Smithsonian Center 
for Astrophysics, Selvaraj Kandasamy |s a 
paleoclimatologist working at the Research 
Center for = Environmental Changes, 
Academia Sinica, in Taiwan, 
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Hype versus reality on 
Indian climate change 


Long-term perspectives support naturel, 
cyclical vanation—not man-made disasters 
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ven as he praised the Cancun “wealth redistribution”, Jairam 

Ramesh, India’s environment and forests minister, announced that 

rich countries would finance global warming adaptation measures in 

poor countries. In doing so, he invoked the goodwill of the “goddesses” of 
Mexico—at least they promised, again, to provide some financing. 

Meanwhile, the Northern Hemisphere was blasted by severe cold and 

snowfall. Beijing saw temperatures dip to minus 17 °C—the lowest since 

1971. The government restricted natural gas supply to shops and offices 

to ensure adequate supplies for residences, and seven provinces rationed 

industrial electricity as Wuhan and other cities that rarely experience storms 


suffered an onslaught of snow. 


At least three people died in the northwestern 
Indian states of Punjab and Haryana, where temperatures 
dropped by three degrees Celsius below normal at 
night. Cities from Hisar to Amritsar experienced record 
low temperatures of 3-7 °C. Overall average Indian 
temperatures have increased by only 0.4 °C in the past 
century, while northwestern India and parts of south 
India have witnessed cooling trends. The BBC reported 
that the 2010 winter in central England was one of the 
coldest since 1659. 

Makes you wonder: Is this how rising levels of 
atmospheric CO2 accelerate global warming? 

Maybe not. 

Case in point: According to the Wadia Institute 
of Himalayan Geology, Himalayan glaciers grew to 
their maximum about 260 years ago, and their well- 
known retreats began as the Earth warmed following 
the 500-year-long Little Ice Age—not because of CO2 
emissions. 

So, why did Mr Ramesh focus his energies on CO2- 
induced global warming, by issuing an official report, 
“Climate Change and India: A sectoral and regional 
analysis for 2030s,” before Cancun? Why does he choose 
computer-generated scenarios of extreme warming 
20-30 years from now, over his country’s past climate 
variations? 

Apparently, we have much to learn from Henry 
Blanford (1834-1893), the Geological Survey of India’s 
pioneering scientist, who wrote about Indian monsoons 
and climate change in Nature magazine in 1891: 

“[T]his warning, alas! is no mere guesswork of 
credulous and speculative minds, such as in these latitudes 
certain of our would-be weather prophets love to put 
forth at hazard, to furnish the topic of a day’s gossip to 
the millions, or happy to win for themselves a summer 
day’s reputation with the uninstructed, in the event of a 
successful [prediction]. Certainly, indeed there is not and 
cannot be till science shall have extended its domain far 
beyond its present limits.” 

Despite technological advances, we cannot lay 
claim to accurate predictability. For example, computer- 
generated threats of sea level rise do not match the 
reality. Tide gauge data collected over the past 20 years 
reveal that the mean sea level rise averages only 1.3 
mm per year along India’s coastline. In contrast, the 
environment ministry’s computer models projected 
that India’s coastal sea level might rise by three times 
that amount or 4mm per year—which translates to 0.4 


meters or 1.3 feet per century. 


Two distinguished sea level experts from the 
University of Durham in Britain and University of 
Pennsylvania in the United States analysed past sea level 
studies based on dating coral, marine shells, beach ridges 
and coastal sedimentary sequences from the Northern 
Indian Ocean along India’s east coast and the coast of 
Sri Lanka. They found at least four periods, each one 
lasting 1000 to 1800 years, during the mid-Holocene 
period (7500 to 1500 years ago), when the seas were 
one to three meters above current levels. Another study 
by Peter Ramsay of Durban, South Africa produced a 
9000-year record along the southern African coastline. It 
shows a 2500-year-long sea level rise of up to 3.5 meters 
(11.6 feet) during the early to mid-Holocene, before the 
sea fell to current levels. 

This evidence suggests that the Middle Holocene 
was warmer than today—and that the threat of CO2- 
induced sea level rises projected in the ministry’s 2030 
climate report are less than natural cycles of high and low 


seas that our ancestors faced in India and elsewhere. 


India will survive future 
changes too if it does not 
keep its people poor and 
deprived of the ability to 
adapt. 


Further evidence can be gleaned from another 
study that examined coastal erosion. Scientists from the 
Directorate of Water Management in Odisha found that 
88 percent of stations along India’s tropical river basins 
recorded reduced sediment levels over the last three 
decades. But this had little to do with CO2 emissions— 
the actual reason was significant diversion and storage of 
run-off water to meet increasing demands of agriculture 
and industry. In other words, cutting emissions will not 
improve this situation. 

The news media and environmental organisations 
repeatedly proclaim that the current global warming is 
unprecedented and threatens humankind and other life- 
forms. However, past temperature and sea level changes 
were certainly more extreme than what scientists have 
observed in India during the past two centuries. More 


importantly, even the exaggerated computer model 
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forecast for India in 2030 would not be extraordinary 
or unprecedented, and there is no evidence that human 
CO2 emissions caused the recent or current (natural and 
cyclical) temperature and sea level fluctuations. 

We have survived past global warming and cooling 
periods. With current scientific and technological 
advances, we will survive future changes too—if we 
do not shackle our energy and economic development, 
thereby keeping billions of people poor and deprived of 
the ability to adapt. 

2010 
Climate Change Report says that India’s average annual 


The environment ministry's November 


temperature could increase by a minimum of 1 °Ctoa 
maximum of 4 °C by the 2030s. We seriously doubt that 


these higher temperatures are based on reality, but wonder 


if they could actually be beneficial—in the light of the lives 
lost during Punjab’s cold spells in December 2010. 

The report also says that warmer temperatures will 
prevail during nighttime over the south peninsula and 
central and northern India, whereas daytime warming will 
occur in central and northern India. However, such daytime 
warming patterns might simply be related to the distance 
from the sea, rather than to the effect of CO2 emissions. 

Like Henry Blanford, we believe that India needs 
more paleoclimatology and field monitoring work, 
before anyone makes speculative predictions based 
entirely on CQO2-driven computer climate model 
forecasts. If India were to implement restrictive, punitive 
energy policies based on such speculation, it would be 
profoundly unwise. 


Advertisement 


LEGISLATIVE ASSISTANTS FOR MPs 


PRS Legislative Research invites applications for the Legislative Assistants for Members of Parliament 


Fellowship 


After the success of LAMP 2010, PRS Legislative Research invites applications for the next group of 
committed young professionals who will assist Members of Parliament in performing their role effectively. 


The Legislative Assistants for Members of Parliament (LAMP) Fellowship, an initiative conceptualised by 
PRS Legislative Research, targets exceptional young Indian citizens who are seeking opportunities to widen 
their understanding of the nature of politics and policy making in India. The fellowship provides invaluable 
exposure and serves as a launch pad for future careers in management, law, public policy, journalism. Each 
LAMP Fellow will be assigned to a Member of Parliament (MP), and will support the MP in Parliamentary 
duties. 


For the duration of the fellowship, each LAMP Fellow will be involved in: 


Working closely with a Member of Parliament in preparing for their policy debates in Parliament 
Performing research across diverse sectors and legislation in Parliament 

Interacting with high-level opinion leaders and practitioners in the policy domain 

Networking with leading organisations across diverse policy sectors 


Qualifications: Individuals below the age of 25 years (inclusive) with at least a Bachelor’s degree in 
any discipline are preferred. The LAMP Fellows will need to be based in Delhi for the entire period of the 
programme. 


Duration: Full-time for 11 months (June 2011 - May 2012) 


Compensation: Stipend of Rs 12,000/month + Rs 3,000/ month for internet, telephone and conveyance 
costs. 


For application details, interaction with present LAMP Fellows and updated information: www.prsindia.org/lamp 
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In a Japanese pressure 


cooker 


Japan, India and non-oroliferation [ialetsetatelateew, 
commitments 


Nuclear Weapons are Prohibited 


Numazu-city 


ERR: 72 


aR i 
BRAFRRRAR 


Photo: Jackson Boyle 


even halt—the delivery of massive reactor pressure vessels from Japan Steel 
Works (JSW). New Delhi has plans to build 20 gigawatt electrical (GWe) 


of new nuclear reactors in the next 10 years. Two, and perhaps six, of those 


[e= refusal to sign the nuclear non-proliferation treaty may delay—or DAN YURMAN 


reactors will come from Areva, which wants to order parts for them from Japan. 
These “parts” aren’t just pumps and pipes—they are 400- to 600-tonne reactor 
pressure vessels that form the core of'a potentially deal-breaking dispute. A civil 
nuclear agreement between the two countries is the key for India’s ambitions to 


Dan Yurman publishes “Idaho Samizdat' 


build $150 billion worth of nuclear powered generation capacity. 
However, before Japan permits JSW to supply reactor components 


to India, it is demanding that India should provide a guarantee that it will 


not conduct a nuclear test, or use its civilian nuclear reactors for military 
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purposes. For its part, the Indian government sees having 
the option to test its nuclear arsenal as a deterrent to 
military threats from Pakistan, and as a means to remind 
China to take India’s stand seriously in border disputes 
and Asian security matters. 

Japan has made it clear that it wants India to ratify 
the Comprehensive Test Ban Treaty. Japanese diplomats 
have emphasised that an Indian nuclear weapons test will 
not only end the supply of new reactor components, it 
could also trigger a recall of any parts and fuel that have 
already been shipped for use in new reactors. 

India does not have the ability to make its own 
pressure vessels, and is at least five to 10 years away from 
being able to reliably manufacture them. A nuclear test 
could trigger draconian commercial consequences. Most 
significantly, India would lose access to global nuclear fuel 
markets that it restored in 2008 after a 30-year lockout. 


Japan may find that 
accepting a promise will be 
as good as a Signature on 


an international treaty. 
a eel 


Japan faces another problem—while it has domestic 
political reasons for pursuing a diplomatic initiative with 
India, it faces competition for India’s nuclear business 
from South Korea. The government in Seoul is ready to 
sell reactor components to India, regardless of whether 


or not India plans to test a nuclear device. 


The wrench in the works 

India’s immediate need for Japanese reactor pressure 
vessels comes from deal for two Areva 1600-megawatt 
(MW) reactors to be built in Jaitapur. In early January 
this year, Luc Oursel, a top Areva executive, told the 
Times of India that Japan’s demand for India to sign the 
test ban treaty is comparable to throwing a monkey 
wrench into the works. 

Mr Oursel called for a“bilateral agreement” between 
India and Japan on the issue. He added that until such 
an agreement takes place, the Jaitapur project is not a 
done deal. Whether India actually signs the treaty (which 
is unlikely), or provides some other credible guarantee 


(which is more likely), does not matter to Areva as long 
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as the issues can be put away. Weighing in on the balance 
is an agreement to build four more Areva EPRs, each 
worth about US$4 billion. 

A secondary issue is that, similar to the Russians and 
American reactor vendors, Areva is unhappy with India’s 
domestic supplier liability law. Mr Oursel said that he 
wants to see adherence to international standards—a 
reference to an International Atomic Energy Agency 
convention on nuclear liability that has been signed by 


India, but not yet ratified by its fractious parliament. 


Japan’s short-term competitive edge 

Japan’s leading global role in the manufacture of reactor 
pressure vessels is temporary at best, despite a four-year 
backlog of orders. South Korea’s Doosan Heavy Industries 
is ramping up to manufacture these types of reactor 
components to supply them as part of a contract to build 
four 1400-MW reactors in the United Arab Emirates. 

The Russians have long been capable of producing 
reactor pressure vessels. They will supply them for the 
18 reactors they are planning to build for India. The first 
12 will be 1000-MW VVER designs and the next six will 
be uprated to 1200-MW. 

In the United Kingdom, Sheffield Forgemasters 
may get a government loan in 2011 that will support 
construction of a factory to make reactor pressure vessels 
for Westinghouse AP1000 reactors. Westinghouse is a 
potential investor in the new factory if the government 
provides the loan. In the future, Westinghouse could 
conceivably get the pressure vessels it needs for Indian 
plants from the United Kingdom. 

Among the major commercial nuclear powers, 
only the United States lacks the capability and/or 
plans to forge components for large pressure vessels. 
Paradoxically, US-based firms may develop expertise in 
forging pressure vessels for small modular reactors, such 
as those less than 300-MW, before they advance their 
capability to forge large ones such as 1000-MW. 


India’s plan to forge ahead 

India’s efforts to have its own large forge began last year 
as part of a joint development project between GE- 
Hitachi, Larsen & Toubro (L&T), and the Nuclear Power 
Corporation of India Ltd. They are building a reactor 
pressure vessel manufacturing facility in Gujarat that also 
will be the site of at least two GE-Hitachi ESBWR reactors 
if the liability law can be revised to meet American needs. 
L&T said in a statement in February 2010 that the plant 
will be able to produce ingots up to 600 tonnes, which 


would make it the largest in the world. 

Building one such factory takes time— it takes even 
more time for a factory to become a reliable producer 
of more than one unit per year. It could take India the 


better part of a decade to attain that outcome. 


Pressure on Japan’s home front 
Some of these developments are somewhat circular since 
the Japanese half of GE-Hitachi would be affected by any 
diplomatic agreement with India—or the lack of one. 
The United States has been pushing Japan since last June 
to sign a nuclear trade agreement with India because of 
GE’s involvement with Hitachi. Furthermore, Japanese 
manufacturing giants Toshiba (which owns Westinghouse) 
and Mitsubishi want a deal with India because they fear a 
loss of market share to South Korea if the diplomats drag 
their feet in coming to an agreement. 

Japan has leverage for now with its grip on the 
global market for the giant reactor parts. Japan also has 
an edge when it comes to providing steam generators 


and other crucial components for new reactors. 


The realist perspective 
Japan may turn to the United States and France, asking 


them to help enforce a non-treaty agreement with India 


to forego any nuclear tests. It would most likely be based 
on a threat of revoking India’s permission to buy nuclear 
fuel on global markets. India knows that a nuclear 
weapons test, for any reason, would undo the agreement 
it got in 2008 from the Nuclear Suppliers Group that 
allows it to buy fuel for its reactors for the first time in 
three decades. 

It comes down to a race in Japan to seal a diplomatic 
deal with India in time to open up the markets for its 
heavy manufacturing firms, before South Korea takes 
advantage of the gap. If not, the diplomats may win a 
round, but at the cost of tens of thousands of Japanese 
jobs and billions in export earnings. 

In mid-January 2011, defying non-proliferation 
hawks, a Japanese envoy indicated that negotiations for 
concluding a civil nuclear deal with India are on track 
and may be wrapped sooner rather than expected. 

Realism may prevail in the end—Japan may 
find that accepting a promise will be as good as a 
signature on an international treaty. India may find 
that accepting an agreement with Japan to uphold 
a unilateral moratorium on nuclear tests, without 
signing the test ban treaty, might get it the reactors, 
fuel, and components it wants from Japan, France, and 
the United States. 
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fiscal policy 
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Less through the centre 


|_et tne states tax goods and services at 
their own rates 


n post-independence India, consumption taxes were primarily raised by 

direct taxation at the point of sale. But sales taxes were easy to evade, 

because one point in the supply chain felt the entire burden of the 
taxation. International best practices brought the Value-Added Tax (VAT) to 
India in the last decade. In a VAT system, a business pays VAT on whatever 
inputs it buys, but can use that VAT input as a credit against the VAT output 
it charges its buyers. This self-enforcing taxation allowed for a broader base, 
and hence lower rates. However, even post-VAT, many taxes such as excise 
continue to cascade downstream without input credits. Moreover, Input 
Tax Credits (ITCs) are not available for across-state transactions. This makes 
buying from within a state more beneficial than from another state, even if 
the two states have the exact same tax rate. Despite VAT rates being more 
congruent when compared to sales taxes, there is still a lack of homogeneity 
in rates across states. 

The current Goods and Services Tax (GST) proposals aims for exactly 
the same tax rates across different states, ostensibly to integrate the markets. 
However, it is important to note that the use of information technology 
allows for ITCs across states even if states continue to have different tax rates 
(based on unique transaction IDs). An integrated market does not require 
a uniform tax rate across all states—the United States, European Union, 
China, Canada and Brazil all have an integrated market without forcing the 


same tax rates on all sub-national units. 


The importance of fiscal federalism 

Indian states cannot levy corporate and income taxes, 
and hence, revenue from sales tax and VAT is currently 
a significant part of the states’ income. With GST 
subsuming other indirect taxes, this ratio will only go 
up. However, if current proposals of GST become law, 
a state’s elected representatives would not be able to 
unilaterally cut taxes or prevent tax hikes, and therefore 
will have further incentives to increase spending to win 
votes. This will inevitably result in tighter conditionalities 
by the centre on spending by states and further centralise 
power. Welfare schemes would be homogenised even 
more across states, preventing healthy inter-state fiscal 
competition and experimentation in public policy. 

A simple analogy might make it clearer—imagine 28 
people going to a restaurant and sharing the bill in the ratio 
of their weights and hunger. They are more likely to order 
expensive food and frivolous deserts in this arrangement, as 
compared to if they all pay most of their expenses themselves. 
That is how state governments are likely to react—with 
inefficient spending, once taxation is centralised. 

Fundamentally, a single GST and a dual but uniform 
GST are the same as far as tax incidence and incentives 
are concerned. As a result, states with high growth and 
stronger revenue bases might be forced to tax significantly 
more than their local spending and current horizontal 
redistribution needs require them to. Moreover low 
growth states might not be allowed to attract industries 
with tax reductions, and might be forced to spend more 
than their preferred levels. 

How might these challenges be addressed? 

First, the state component of the GST should be 
allowed to vary across states so that their autonomy can be 
preserved, and healthy inter-state fiscal competition can 
be enhanced. This proposal only needs an appropriate IT 
infrastructure for inter-state tax credits. Recently, Nandan 
Nilekani, chairman of the Unique Identification Authority 
of India, has been requested to help prepare such an 
infrastructure for the non-varying GST. The European 
Union, for instance, has achieved a single, efficient market 
while maintaining different VAT rates for its member 
states using the VAT Information Exchange System. 

Second, there should be a fixed number of rate 
categories in all states to prevent favouritism and crony 
capitalism. By having similar tax bases and model-state 
GST legislations throughout the country, state politicians 
would not be able to offer arbitrary tax breaks. Federalism 
means allowing maximum flexibility in the policy of states 


so far as the rule of law is not violated—so any policy can 


be followed as long as select individuals or companies are 
not given undue privileges or discriminated against. 
Third, 


competition, the European Union maintains a minimum 


to prevent excessive or destructive 
VAT rate for its member countries. To allay “tax war” 
fears, India could have a similar GST structure. (It is 
worth mentioning here that the “minimum” for American 
states is zero.) 

Fourth, a state should tax the value-added within its 
own boundaries. That is, the GST reform should aim for 
a source-based rather than the currently recommended 
destination-based taxation system. A destination-based 
system would be unfair for states that have a “trade surplus” 
with other states as inputs provided by “net exporting” 
states would not be taxed by those states. The European 
Union has also moved with some success towards this 


from a pre- 1993 exclusively “destination-based” system. 


India’s needs to be aware 
of the dangers of fiscal 


centralisation. 
——————————————————————— See | 


To better illustrate this, let us consider a simple 
case of an entrepreneur who wants to manufacture paper 
in West Bengal, and buys wood from Kerala at $100 per 
unit. Let us assume that there are different GST rates in 
different states—say 10 percent in Kerala and 20 percent 
in West Bengal (adding both central and unique state 
rates). The trader would buy the wood for 110 in Kerala 
post-GST, and value-add, say, ¥40. When he sells the 
paper in West Bengal for 110+40+8 (<8 = 20 percent of 
40) at $158, he would pay the West Bengal government 
%8 in taxes. The Kerala and West Bengal governments 
would not have any dues to clear, but they would have 
to verify the transaction information—and that is where 
the better central database would help. 

A huge economy and_ heterogeneous polity 
like India needs to be aware of the dangers of fiscal 
centralisation. The only major global economy that 
has had a same-rate GST or similar tax structure is 
Australia, and certain provinces there (such as Western 
Australia) are already expressing concerns about fiscal 
centralisation. We too can route less money through 
our central government—and we too will have a better 


standard of living as a consequence. Ml 
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SSS 
EAC analyses National Food Security Bill 


Twenty-two percent of India’s population 
is undernourished. The National Family 
Health Survey (2005-06) shows that 40 
percent of children under the age of three 
are underweight, 33 percent of women in 
the age group of 15-49 years have a body 
mass index below normal, and 79 percent 
of children in the age group of 6-35 months 
are anaemic. 

To address these deficiencies, the 
National Advisory Council (NAC) has 
proposed a National Food Security Bill 
(NFSB). If passed, it will become a legal 
responsibility on part of the government 
to provide subsidised foodgrains for at least 
75 percent of the country’s population—90 
percent in rural areas and 50 percent in urban 
segments. The NFSB will be implemented in 
two phases ending in 2014. 

The NAC had asked the Prime 
Minister’s Economic Advisory Council 
(EAC) to review the proposed NFSB. The 
EAC found that, the NFSB underestimates 
the demand for foodgrains and provided two 
alternative scenarios that show additional 
demand. I noted that foodgrain production is 
going to fall short of the expected demand, 
and if the monsoons were deficient, the 
situation could become worse. Third, that the 
cost of the subsidy has been underestimated. 

The EAC has proposed an alternative 
solution, which will cause the demand and 
supply situation to improve, but continue 
to present the need for subsidies. While 
the scheme is based on noble intentions, 
the possibility and degree of success is 
questionable. 


Transport economics 


B  SUDHAKARA REDDY and P 
BALACHANDRA of IGIDR show the 
choices of transportation in 23 Indian cities 
with populations over a million each in their 
paper, “Dynamics of Urban Mobility: A 
Comparative analysis of megacities of India”. 

Although the paper focuses primarily 
on motorised mobility, it helps to understand 
the relationship between vehicle population, 
pollution, mobility (private and public) and 
urbanisation: 
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In Mega cities, energy usage is the 
lowest in Mumbai and Kolkata because of 
their efficient public transport systems. 
Chennai has improved its public transport 
system. Delhi has highest number of vehicles 
and also consumes most energy, but this 
should decline in the future because of the 
Delhi Metro. 

Smaller cities like Ludhiana and Surat 
have even higher energy consumption than 
Delhi, due to the lack of public transportation 
and increase in personal vehicles. 

There is a dangerous trend towards 
increased use of personal transport in 
all cities, which has led to higher energy 
requirements and carbon emissions in the 
country as a whole. 

The authors suggest three options to 
prevent this rise in private transport—irst, 
develop and promote the use of public 
transport and non-motorised vehicles like 
cycles. Second, increase taxes on personal 
vehicles; and third, impose a tax on cars 
entering the city during peak hours, as in 
London. 


Population ageing 


KIYOHIKO NISHIMURA of the Bank 
of Japan questions the pace of economic 
recovery in the coming years in “This Time 
May Truly Be Different: Balance Sheet 
Adjustment under Population Ageing” 
(2011). He points out that the Japanese 
crisis in the 1990s and the developed 
economies’ crisis in 2007 occurred at a time 
when their population was ageing. Japan’s 
ratio of senior citizens peaked around 1990 
and the bubble burst in 1991. The United 
States’ ratio peaked between 2005 and 2010 
and the crisis started in 2007. Euro-zone 
troubled countries show a similar pattern. 
All these economies also had high leverage 
before the crisis. 

The above data implies that recovery 
from the crisis will be slow and prolonged. 
With a younger population one can expect 
continued spending and investing, which 
in turn will lead to recovery. But with an 
ageing population, saving is accorded top 
priority. Furthermore, in previous recessions, 
economic activity did not decline, and recovery 
was faster. But in Japan, crisis recovery was 
slow and painful—and similar signs are now 
being seen in the United States as well. 


This mix of demographics with 
economics leads to three issues: decline in 
mobility, loss of human capital and financial 
intermediation. Together these three factors 
lead to a decline in growth prospects, due 
to which the government gets trapped in 
a vicious debt spiral. Nishimura wraps up 
by saying that most crises show they were 
not different from previous ones. This one, 
however, could be different as it requires 
acute balance sheet adjustments when 
population is ageing. 


| 
Textbook economics 


JANE LOPUS and LYNN PARINGER have 
an interesting paper titled “The Principles 
of Economics Textbooks”, which analyses 
the market for economics textbooks. The 
previous research on the subject varies from 
an understanding of the impact of textbooks 
on economics learning, to criticism in the 
way these books are written and sold in the 
markets. For instance, Joseph Stiglitz in his 
1988 paper said the textbook market was 
characterised by monopolistic competition 
with limited degree of innovation. He added 
that most books were clones of Samuelson’s, 
leading to standardization and stagnation. 

The authors point to a variety of 
textbooks being written today. Some are 
general and others are specific on certain 
issues with differing levels of difficulty. The 
authors use electronic and print editions 
creatively. There are four main four main 
publishers ofeconomicstextbooks—Cengage 
Learning, Pearson Education, McGraw-Hill 
Irwin, and Worth—down from more than 
10 publishers who were active 20 years ago. 
McGraw Hill, Pearson, and Cengage are 
the top three in terms of sales respectively. 
The authors then discuss key features of two 
textbooks—Mankiw and McConell et al. 
In their conclusion, the authors state that 
they expect to see an increase in demand for 
e-books in the coming years. 


Amol Agrawal is an ec 
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In Parliament 


The importance of parliamentary 
committees 


n the previous issue of Pragati, we discussed the various ways in which 
parliamentary committees can oversee the financial functioning of the 
government. We concluded that issues such as the spectrum allocation 
could have been addressed by parliamentary committees if they had functioned 
effectively. Now, let us look at how standing committees and select committees 


have an important role in the process of framing new laws. 


Standing and select 

Parliament has 24 standing committees, with each with jurisdiction over 
issues related to one or more ministries. Each committee has 21 MPs 
from Lok Sabha and 10 from Rajya Sabha. The Speaker of Lok Sabha or the 
Chairman of Rajya Sabha may refer government Bills to these committees for 
detailed examination; most Bills are referred, though this is not a necessary 
condition (unlike in the British Parliament). The committees usually invite 
public comments, examine witnesses, and make specific recommendations 
on the various provisions of the Bill. 

Each House may also set upa select committee to examine any matter 
(including a Bill). These committees are usually formed by moving a motion 
on the floor of the House, and the membership is elected by the House. 
For example, Rajya Sabha referred the Prevention of Torture Bill to a select 


committee which has submitted its report. 
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The case of Prevention of torture 

This Bill was introduced by the government on April 26th, 
2010, and was not referred to the Standing Committee. 
The Bill was passed by Lok Sabha on May 6th, 2010 with 
about an hour’s debate. Rajya Sabha decided that the Bill 
needed thorough scrutiny, and formed a 13 member select 
committee. The committee’s report has recommended 
several significant amendments to the Bill. 

In brief, the Bill aimed to prosecute any public official 
who had tortured any person. A public servant is said to 
have committed torture if all the following conditions 
are met: the act is intentional; it causes grievous hurt or 
danger to life, limb or health; it is done for the purpose 
of obtaining confession or information. The public 
servant may be punished only if the offence is on the 
ground of religion, race, caste, place of birth, residence, 
caste, community or other grounds. The court may take 
cognisance only if (a) the complaint is made within six 
months of the act of torture and (b) the government has 
given sanction for prosecution. The maximum penalty is 


ten years imprisonment and fine. 


The capacity of 
parliamentary committees 
to frame issues and raise 
relevant queries must be 
strengthened. 


The select committee expanded the definition 
of torture to include severe mental pain, agony or 
suffering caused by cruel, inhuman and degrading 
treatment. It provided examples of acts that would 
constitute torture. It included any superior officer who 
has given consent. It removed the requirement that 
the offence be on grounds of identity (race, religion, 
community and suchlike). The punishment now ranges 
from three years to 10 years imprisonment, and in case 
of death of a person due to torture, a mandatory life 
or death sentence. The committee requires sanction for 
prosecution to be given within three months, failing 
which it would be deemed to be given. Any refusal for 
prosecution requires a written reason. The complaint 


may be made within two years, which may be extended 
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by the court by one year. The State shall also compensate 
the victims or their dependants. 

A quick comparison indicates that the Committee 
has changed most provisions of the Bill in order to 
It will be 


interesting to see whether the government accepts these 


increase the rights of victims of torture. 


recommendations. 

While this case illustrates how committees can be 
effective, there are occasions when they have failed to 
do so. For example, the committee which examined 
the Right to Education Bill met just twice, and did not 


examine any witnesses other than the ministry officials. 


The bills at hand 

Several Bills are pending with the respective standing 
committees. These include Bills for a new direct tax 
code and unique identity authority, pending with the 
committee on finance, and the Judicial Standards and 
Accountability Bill with the committee on law. 

Direct Taxes Code. In 2009, the finance ministry had 
issued a draft code for public feedback. The argument was 
that tax exemptions distort economic behaviour, often 
in unintended ways. Hence, they need to be withdrawn. 
The extra revenue collected would help lower overall tax 
rates. However, following public feedback, the Bill has 
rolled back many proposals. Most of the exemptions for 
individuals have been retained while those for businesses 
have been removed. There has been an expansion in tax 
slabs for individuals. Most other provisions (with some 
minor changes) of the current tax regime remain. The 
big question is the need for a new tax law if the changes 
are not significant and can be made by amending the 
current Income Tax Act and Wealth Tax Act. 

The UID Bill. The Bill establishes an authority and 
a framework for collecting, storing and authenticating 
an ID number with biometrics for every resident. The 
stated purpose is that this will help streamline benefits 
and services. The big issues are related to whether there 
are sufficient safeguards against misuse of information, 
and penalties for violating privacy; whether the new 
system will indeed help target subsidies and welfare 
programmes; and whether the costs of the programme 
justify the benefits. 

The Judges Bill. This Bill gives statutory backing to 
a code of conduct and requires judges to declare their 
assets and liabilities. It also sets up a system for removal 


of judges, including a process for screening complaints 


Continued on Page 36 


For a triad of freedoms 


How a war was planned, executed, fought, 
lost and won review 


Photo: Meena Kadri 


n late 1856, some strange practices began to surface in parts of north JAYAKRISHNAN NAIR 

India. Red lotus flowers were circulated in garrisons which housed the 

Native Infantry. The subedar would line up the troops and then hand a 
flower to the first soldier, who would hold it and pass it down the line. The 
last one would leave the station with the flower. Elsewhere, a runner took 
a bundle of chapatis to a village and handed it to the chief or sentry, with 
instructions to send the chapatis on to the next village under English rule. 
In the midst of these lotus and chapati incidents, the soldiers’ slogan would 
change from “everything will become red” to “everything has become red.” 
Other unusual events included the announcement of an important yagya in 
Mathura (which never took place), and the habit begun by many women of 


offering their rolling pins to the river Ganga. 
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These signs were noticed by the British—Benjamin Disraeli even raised 


the Indian Nat 
the question of the travelling chapatis in Parliament—but were dismissed as Varnam (varnam nationé 
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Indian superstitions. 

These abnormal occurrences, ignored by almost 
every historical narrative on the 1857 uprising, assume 
significance when seen in the light of an important 
question: How did the Indian troops travel over a million 
miles, in the early months of the war, without a supply 
line? In a regular war, there were three camp followers 
for each soldier, but once the soldiers mutinied in 1857, 
who fed them? Case in point: How did the 17th Native 
Infantry march 140km from Azamgarh to Faizabad in just 
five days? 

The answer may seem straightforward:The villagers 
fed the soldiers. However, there was an intricate strategy 
underlying the initiative. To feed thousands of soldiers, 
each village (comprising of a 
few hundred people) needed an 
approximate count. The count 
was provided by the lotus flowers, 
while the chapatis and the rolling 
pins were the means used to 
confirm the commitment of the 
villagers. The Mathura yagya was a ruse to facilitate the 
travel of priests who doubled as spies. 

Thus, the Anglo-Indian War of 1857 was initiated 
by leaders who planned the war, conducted internal and 
external reconnaissance, and recruited soldiers—with 
the help of civilians. 

Parag Tope’s Operation Red Lotus—through the 
analysis of instances such as the use of red lotuses and 
chapatis—fills the gaps and corrects the myths about the 
events of 1857. Relying on eyewitness accounts written 
in Marathi and letters in Urdu and Bundeli, Mr Tope, a 
fourth-generation descendent of Tatya Tope, sheds new 
light on the momentous event. Add to it his analysis 
of troop movements, supply lines, and logistics—and 
the tale of the 1857 Anglo-Indian War comes to life in 


hitherto untold, dramatic fashion. 


The triad of freedoms 

The leaders who spearheaded the 1857 operation 
included Nana Saheb, his Diwan, Tatya Tope, Begum 
Hazrat Mahal, and the Nawab of Banda. In 1858, Sitaram 
Baba, a priest in Nana Saheb’s court was arrested by the 
British. Baba confessed that the conspiracy had been 
initiated by Baija Bai Shinde two decades earlier, and that 
the real planning had started three years before. He also 
revealed information about the runners who had gone to 
each regiment, and the connection between the lotuses 


and chapatis. Letters, translated for the first time in 
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this book, reveal that Tatya Tope was aware of military 
movements, logistics and provisions. 

“Tt is important to note that the rising was neither 
planned nor stimulated by any patriotic move”, wrote 
Gregory Fremont-Barnes in Indian Mutiny 1857-58 
(2007). What Fremont-Barnes and many other Indian 
historians often fail to mention is that the leaders of 
the 1857 revolt had a clear vision for the future. After 
the uprising’s initial success, Bahadur Shah Zafar made 
a proclamation, read by his grandson in Azamgarh. The 
proclamation promised a triad of invaluable freedoms: 
Political, personal and economic. 

The crony-capitalist state run by the British East 
India Company had destroyed the free market system 
in India. Heavy taxation was 
the norm, while prices were 
enforced with the threat of 
punishment. Manufacturing 
capabilities were crippled, and 
the agricultural sector lost the 
ability to shield the country 
from the threat of famines. Due to India’s asymmetrical 
role in the global network, even as the country’s share 
in the world’s GDP fell from 25 percent to 12, Britain’s 
share doubled. 

On the social front, William Bentinck’s educational 
policy, based on Macaulay’s Minute, destroyed the private 
education system that had previously created a society 
more literate than that of Britain. In a letter to his father, 
Macaulay claimed that if the new education policy was 
implemented, there would not be a single idolater left 
in Bengal. 

Even the legal framework was skewed—Indians 
wanted freedom from missionaries who were working 
with the 
Christians. 

By promising the triad of freedoms, the leaders 


Government, and laws which favoured 


were not advocating a novel or revolutionary idea. They 
were reverting to the foundations of the Indian polity, 
which not only guaranteed political, social and economic 
freedom, but kept them separate as well. In other 
words, the ruler did not act as a trader, but created an 


environment suitable for trade. 


Fractional Freedom 

Mr Tope argues that although the initial uprising was 
brilliantly planned and co-ordinated, the war was lost 
due to two reasons. Firstly, the British used their women 


and children as human shields, which resulted in gory 


incidents such as the Siege of Cawnpore. Secondly, they 
resorted to the use of extreme brutality—leaving aside 
their usual pretences to civilised behaviour—citing the 
case of Cawnpore (Kanpur). 

Recognising the supply lines for the soldiers, 
British officials attacked those villages through which 
the chapatis were passed. A law was passed to allow the 
hanging of even those whose guilt was doubtful. British 
troops under Havelock and Neill did a death march, 
killing women, children, infants and the elderly. Sepoys 
were ritually stripped of their caste by having pork and 
beef stuffed down their throats before execution. 

In books such as The Great Indian Mutiny (1964) by 
Richard Collier, or The Last Mughal (2008) by William 
Dalrymple, the British officials’ use of violence is 
regarded as a reaction to the carnage that took place 
in Kanpur. However, Mr Tope points out that the 
government’s brutality was unleashed even before that. 
British historians recorded that “guilty” villages were 
“cleared” so that India could be saved from anarchy. 

In 1857, the strategy of violent repression was 
used by the British to secure time to redeploy troops 
from other countries to India. It was during this time 
that Tatya’s tenacity became evident. After establishing 
a command centre in Kalpi, he set up factories for 
producing ammunition, guns and cannons. 

Despite the prospect of imminent defeat, Tatya 
worked to raise an army, and inspire civilians. When the 
British took over Delhi, the battle ground was moved to 
central India. When Rani Laxmibai, who grew up with 
Tatya, was held under siege, he created a diversion to 
help the Rani escape. Following the Jhansi massacre, the 
Indian chieftains who supported Tatya backed down, but 
he came up with a new strategy—to raise rebellions in 
regions where the spirit of freedom was strong. 

The battles are explained with numerous maps, 
painstakingly plotted with English and Indian troop 
movements—a useful tool to interpret the events, and 
grasp the thinking behind the strategy. The maps, coupled 
with the detailed narrative and critical analysis, provide a 
valuable resource to better appreciate the holistic nature 
of the 1857 uprising. 

Upon realising that the 1857 war had ignited the 
desire for total freedom, Queen Victoria dissolved the 
East India Company and transferred all powers to the 
Crown. In her proclamation, she did not give India 
political or economic freedom, but made an important 
concession: The English would no longer interfere with 


the native religions. Even Fremont-Barnes’ apologia 


acknowledges that successive viceroys took greater heed 
of India’s religious sensitivities. It was an important 
victory, writes Mr Tope, for it prevented large scale 
British settlement in India, and stemmed the destruction 


of Indian traditions. 


The fight continues 

Nevertheless, the signature elements of the 1857 
uprising—secret messages, planning, and mass 
murders—were repeated again. In 1932, freedom fighters 
were warned of danger by Hindu women, who blew on 
conch shells when they spotted a policeman—the sound 


was relayed for miles by a network of women. 


The Azamgarh proclamation 
promised a triad of invaluable 
freedoms: Political, personal 


and economic. 
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Madhusree Mukerjee records instances of the same 
nature in her Churchill’s Secret War (2010). During World 
War II, when the Japanese army reached Indian borders, 
Leopold Amery, secretary of state for India, wondered if 
it was necessary to revive ruthless punishments of 1857 to 
prevent a possible uprising. Winston Churchill’s policies, 
argues Ms Mukerjee, resulted in a famine in which three 
million Indians perished. Mr Tope describes the events of 
February 19, 1946, when 78 ships, going from Karachi 
to Chittagong, changed their name from HMIS (His 
Majesty’s Indian Ships) to INNS (Indian National Naval 
Ships) in a co-ordinated move. 

Coming back to 1857: Why is it that Baija Bai 
Shinde’s 20-year conspiracy, Nana Saheb’s planning or 
Tatya’s Tope’s contribution do not feature prominently 
in our history books? This probably has to do with the 
historiography of the event. In the official version written 
a century later by Surendra Nath Sen, the 1857 War 
was seen as a spontaneous uprising by “conspirators”. 
Historian R C Majumdar questioned if it could even be 
called a “war” since India was not a nation, while Marxist 
historians connected the revolt to peasant uprisings in 
Bengal. 

This reluctance to deviate from the colonial 


narrative 150 years after the war and 60 years after 
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obtaining political freedom is a telling sign about the 
state of historical study in India. 

India’s proclamation of independence six decades 
ago has to be contrasted with the triad of freedoms 
promised in the Azamgarh proclamation. To the leaders 


of the newly independent polity, Indian traditions of the 
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from any person. The issue here is that of balancing the 
independence of the judiciary with its accountability. 

These three Bills illustrate the complexity of law making 
and of finding a suitable balance across conflicting 
objectives. Given the limited time for which parliament 
sits, the standing committees bear the responsibility of 


examining all aspects in detail. 
Strengthening the system 
Parliament does not have the time to examine the 


nuances of all proposed Bills. Parliamentary committees 


provide an important function through detailed scrutiny 


SUDSCIIOE 
today 


past did not guide the future. Their socialist mindset led 
to state control over education and restricted economic 
freedom, with the state itself becoming a trader—all of 
which had disastrous consequences. 

Looking back, we know what our leaders tried to 
build and failed, but as well, what they knocked down. 


of all proposals. They also provide a channel to obtain 
stakeholder and expert opinions. Their systems need 
to be strengthened in at least two ways. First, there is 
a need to strengthen the capacity of the committee to 
frame key issues and raise relevant queries—for this they 
need trained research staff. Second, it must be made 
mandatory for the government to respond to each of the 
committee’s recommendations; today, the government 
need not give any reason for rej ecting a recommendation. 
These two steps will help Parliament better fulfil its 
role of examining all provisions and making suitable 


amendments before passing any Bill. 
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